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1 1. INTRODUCTION.

2

3 Q- Please state your name and business address.

4 A.

5

My na me  is  Vince nt Nitido a nd my bus ine s s  a ddre s s  is  8600 We s t Ta nge rine  Roa d,

Ma rina , Arizona , 85658

6

7 Q.

8

Did you file Direct Testimony in Support of the Settlement Agreement on behalf of

Trico Electric Cooperative, Inc. ("Trico or "Cooperative") on July 29, 2016?

9 Yes.

1 0

11 Q. What will you be addressing in your Responsive Testimony?

1 2

13

1 4

1 5

1 6

1 7

Firs t, I will a ga in dis cus s  Trico 's  s ta tus  a s  a  rura l e le ctric coope ra tive , a nd how tha t

impa cts  our a bility to withs ta nd the  continue d e s ca la tion of los t a nd s hifte d fixe d grid

cos ts . I be lieve  tha t is  necessa ry because  EFCA and its  consultants  continue  to ignore  the

dis pa ra te  impa ct of cos t s hifts  a s s ocia te d with dis tribute d s ola r ge ne ra tion (DG) on a

Member owned e lectric dis tribution coope ra tive , and ins tead a re  propos ing the  impos ition

of ra tes  and requirements  geared to much la rger ve rtica lly-integra ted utilitie s .

1 8

1 9

20

2 1

22

23

24

25

26

S e cond, I will s upport the  propos a l in  the  S e ttle me nt Agre e me nt da te d J uly 8, 2016

be twe e n Trico a nd Commis s ion S ta ff (S e ttle me nt Agre e me nt) for the  Coope ra tive  to

re cove r a  portion of its  fixe d cos ts  through a n incre a s e d cus tome r cha rge  tha t a ll Trico

Me mbe rs  pa y, including  Me mbe rs  with  DG. The  propos e d cha rge  provide s  a  more

equitable  means  for recove ring ce rta in fixed cos ts  tha t each Member require s  for se rvice .

The  increased customer charge  combined with the  proposed lower energy charge  a lso is  a

revenue  neutra l means  of reducing the  monthly subs idy for DG sys tems , while  pre se rving

the  ability of DG Members  to offse t the ir own ene rgy usage  a t the  full re ta il ra te .

27
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1

2

3

4

5

6

Third, I will de fe nd the  DG Ene rgy Export Ta riff of $0.077 pe r kph propos e d unde r the

Settlement Agreement as  a  reasonable  and necessary means of addressing the  immedia te

is s ue  of e s ca la ting s hifts  in fixe d grid cos ts  to Trico's  non-DG Me mbe rs . I will e xpla in

why ERICA's  proposa l to de lay addressing the  issue  further pending a  second phase  of the

Commiss ion's  Va lue  of Sola r P roceeding, while  grandfa the ring a ll new DG sys tems in the

me a ntime , will re s ult in s ignifica ntly highe r le ve ls  of s ubs idize d fixe d cos ts  a nd highe r

ra te s  for Trico's  non-DG Me mbe rs .7

8

9

10

11

1 2

1 3

1 4

Fina lly, I will a ga in discuss  the  Coope ra tive 's  proposa l to provide  de ma nd informa tion to

its  Me mbe r-owne rs , a long with e duca tion a nd outre a ch to its  Me mbe r-owne rs  re ga rding

the  use  of de ma nd ra te s  a nd how to utilize  the m to re duce  the ir monthly bills . I will a lso

dis cus s  the  utiliza tion of de ma nd da ta  obta ine d in the  pe riod prior to the  Coope ra tive 's

next ra te  case , a s  a  reasonable , re levant and measured approach to de te rmine  if and how

the  implementa tion of demand charges  is  appropria te  to Trico's  specific circumstances .

11. TR IC O ' S CIRCUMS TANCE S AR E UNIQ UE

THEMS ELVES  TO EFCA'S  P ROP OS ALS .

AND DO NO T LEND

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

Q- What are the circumstances unique to Trice that make EFCA's proposals difficult to

accept?

As  I dis cus s e d in my Dire ct Te s timony, Trico is  a  non-profit rura l e le ctric dis tribution

coope ra tive . Trico is  gove rne d by a  7-Me mbe r Boa rd of Dire ctors  tha t a re  the ms e lve s

Coope ra tive  Me mbe rs  e le cte d by the ir fe llow Coope ra tive  Me mbe rs . The  Coope ra tive

se rve s  wha t is  e s se ntia lly the  rura l ring a round me tropolita n Tucson, which is  s e rve d by

Tucs on Ele ctric P owe r Compa ny (TEP ). Trico provide s  dis tribution s e rvice s  only to its

39,000 Members , 95% of whom are  res identia l Members . Genera tion and transmiss ion a re

a cquire d from third-pa rty provide rs  unde r whole sa le  contra cts , a nd the  cos ts  a re  pa sse d

A.

2



1

2

through to the  Coope ra tive 's  Me mbe rs  without ma rkup. All of tha t pre s e nts  pa rticula r

issues  for Trice  with re spect to the  current ne t me te ring of DG within its  se rvice  te rritory.

3

4

5

6

7

8

9

1 0

For e xa mple , a s  a  non-profit coope ra tive , Trico ha s  no inve s tors  tha t re ce ive  a  re turn on

the ir inves tment, nor does  it have  anyone  to sha re  the  financia l impact of los t and shifted

fixe d grid cos ts . Those  cos ts  by de finition mus t be  pa id by othe r Trico Me mbe rs , though

higher ra te s . Tha t direct impact requires  the  Trico Board to a ssess  and mainta in a  ba lance

be twe e n the  ne e d to promote  the  de ve lopme nt of s ola r re s ource s  within the  s e rvice

te rritory a ga ins t the  cos t to  Trice 's  Me mbe rs , a nd to  do  s o  in  a  wa y tha t is  fa ir a nd

equitable  to a ll Trico Members .

11

1 2

13

As  I ha ve  dis cus s e d pre vious ly, be ca us e  Trico s e rve s  a n a re a  tha t is  not e conomica lly

via ble  for inve s tor owne d utilitie s  to se rve , Trico's  fixe d grid cos ts  a re  ne ce ssa rily highe r

1 4 Tha t tra ns la te s  to

1 5

1 6

tha n  thos e  o f u tilitie s  s e rving  more  de ns e ly popu la te d  a re a s .

s ignifica ntly highe r ra te s  for Trico's  re s ide ntia l Me mbe rs  compa re d to TEP 's  re s ide ntia l

cus tome rs , for e xa mple .

1 7

1 8

1 9

20

Which me a ns  tha t DG provide s  more  compa ra tive  va lue  to

ins ta lle rs  in Trico's  s e rvice  te rritory, a nd a s  a  re sult, a  highe r a mount of los t a nd shifte d

fixe d  grid  cos ts  to  Trico  Me mbe rs . Trico 's  proximity to  TEP  e s s e ntia lly ma ke s  the

Coopera tive  a  more  lucra tive  ta rge t for giant sola r ins ta lle rs  such as  Sola rCity tha t have  the

a bility to  mobilize  a  huge  s a le s  force  a nd  ma rke ting  e ffort with in  the  Tucs on a re a .

2 1

2 2

23

24

25

26

Consequently, Trico has  experienced an unprecedented and disproportiona te ly la rge  flood

of a pplica tions  for re s ide ntia l rooftop DG inte rconne ction. The  a bility of la rge  s ola r

ins ta lle rs  to acce le ra te  the  volume  of DG inte rconnections  is  the  reason this  ra te  case  was

file d, the  re a son Trico ne e ds  imme dia te  re lie f from the  se ve re  cos t shifts  a s socia te d with

tha t acce le ra tion, and why a  "grandfa the ring" da te  beyond tha t proposed in the  Se ttlement

Agreement will not work under Trico's  circumstances . We  need to s top the  bleeding now.

27
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1

2

3

4

5

I think it's  a lso importa nt to re ite ra te  tha t be ca use  Trice  a cquire s  whole sa le  tra nsmiss ion

and gene ra tion from third-pa rty provide rs  a t fixed price s , it does  not rece ive  a  price  s igna l

ba se d on the  time  of da y, a nd conse que ntly doe s  not be ne fit from its  curre nt time  of use

ta riff. Tha t issue  is  exacerba ted by the  fact tha t because  the  Coopera tive  serves  a  load tha t

is  95% res identia l, its  monthly dis tribution system peaks  occur most often on the  weekend.

6

7

8

9

10

For those  re a sons , I think it is  mispla ce d for EFCA a nd its  consulta nts  to continue  to re ly

on s tudie s , surve ys  a nd se le cte d da ta  from la rge r inve s tor owne d utilitie s  like  Sa n Die go

Gas  & Electric Company (SDG&E) to support recommenda tions  for a  Member owned and

governed rura l e lectric coopera tive .

11

12 Q.

13

EFCA has now submitted testimony from Mr. Quinn, who alleges that because there

is no formal consumer advocate in this case, he is representing the consumer

14 vie wp o in t . Do  yo u  a g re e ?

1 5

1 6

17

18

19

20

2 1

22

23

24

25

26

27

No. Aga in, like  othe r e le ctric coope ra tive s  forte d to provide  e le ctricity to a re a s  tha t for-

profit inve s tor owne d utilitie s  could not or would not s e rve  e conomica lly, Trico is  a  non-

profit, Me mbe r owne d coope ra tive . Tha t me a ns  Trico is  gove rne d by the  Me mbe rs  we

se rve . Our 39,000 Me mbe rs  e le ct a  Boa rd of Dire ctors  from a mong the mse lve s , a nd the

Members  tha t cons titute  the  Boa rd of Directors  a re  cha rged with running the  Coope ra tive

in the  bes t inte re s t of a ll of its  Members . Tha t is  the  rea son, for example , tha t Mr. Quinn's

forme r e mploye r, Re s ide ntia l Utility Consume rs  Orga niza tion (RUCO), doe s  not re ce ive

funding from Coope ra tive  Me mbe rs  or pa rticipa te  in Coope ra tive  ra te  ca s e s . S o  Mr.

Quinn 's  a s s e rtion  tha t he  is  the  on ly "cons ume r a dvoca te " in  Trico 's  ra te  ca s e  is

dis ingenuous  a t bes t. Trico is  gove rned by a  Boa rd of "consumer advoca te s ," and it is  the

decis ion of tha t Boa rd of Trico Members  tha t the  Se ttlement Agreement s trike s  a  fa ir and

a ppropria te  ba la nce  a mong  Trico  Me mbe rs  who  wis h  to  pa rtic ipa te  in  d is tribu te d

genera tion, aga ins t the  cos ts  to be  borne  by non-pa rticipa ting Trico Members . Mr. Quinn's

A.
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1

2

3

4

5

6

a lte r ego, Arizona  Utility Ra tepayers  Alliance , has  been funded by sola r inte res ts  and he  is

a ppe a ring on be ha lf of EFCA in this  docke t. ERICA's  la rge s t Me mbe r is  Sola rCity, which

happens  to be  the  la rges t vendor of rooftop sola r gene ra tion in the  country (and in Trico's

s e rvice  te rritory). He  is  ha rdly in a  pos ition to cla im tha t he  is  a n "a dvoca te " of a nyone

othe r tha n sola r inte re s ts . It is  ne ithe r re a sona ble  nor a ppropria te  for him to swoop in a t

the  behes t of Sola rCity's  advocacy organiza tion in orde r to subs titute  his  judgment for tha t

of a  Member e lected Board of Directors .7

8

9 Q. Is  Tr ic e ' s  s itu a t io n  d iffe r e n t  fr o m  th o s e o f S u lfu r S p rin g s  Va lle y Ele c t ric

10 Coope ra tive  (S S VEC) o r UNS  Ele c tric , Inc . (UNS E)?

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Ye s , a s  I ha ve  dis cus s e d, Trico ha s  a nd is  s till e xpe rie ncing a n unpre ce de nte d flood of

a pplica tions  for DG inte rconne ction, a nd a  corre s ponding e s ca la tion of los t a nd s hifte d

fixed grid cos ts . Even a fte r announcing its  proposed changes  in the  compensa tion for ne t

me te re d DG, Trico re ce ive d 404 a pplica tions  in 2015 (458 ins ta lls ) a nd re ce ive d 293

a pplica tions  through J uly of 2016. Aga in, I be lie ve  this  is  la rge ly be ca us e  of Trico 's

proximity to TEP  a nd its  s ta tus  a s  a  compa ra tive ly lucra tive  opportunity for S ola rCity.

My unde rs ta nding is  tha t S S VEC which is  a  s imila rly s ize d coope ra tive , is  now re ce iving

s ignifica ntly fe we r a pplica tions  (only 121 ins ta lls  in 2015 a nd 35 ins ta lls  to da te  in 2016),

so while  SSVEC has  the  same  issue  with respect to los t and shifted fixed cos ts  a ssocia ted

with DG, it is  not e sca la ting a s  ra pidly. Like  Trico, SSVEC doe s  not re ce ive  a  time  of da y

price  s igna l from its  powe r a nd tra nsmis s ion supplie rs , conse que ntly it doe s  not be ne fit

from imple me nting a  re s ide ntia l time  of us e  ra te . But while  Trico now ha s  more  tha n

2,500 Me mbe rs  on its  re s ide ntia l time  of us e  ra te , S S VEC ha s  ve ry fe w. Fina lly, unlike

Trico, SSVEC does  not currently have  the  me te ring capability to implement demand ra te s ,

a nd a ppropria te ly, is  not s e e king to imple me nt a  progra m to e duca te  its  Me mbe rs  a bout

such ra tes  or to collect demand da ta  for its  Members to ana lyze .

27

5

l lllllllll

A.



1 The  diffe re nce  be twe e n Trico a nd UNS E's  s itua tions  a re  e ve n m ore  pronounce d. UNS E is

2

3

4

5

for a ll inte nts  a nd purpos e s  a  m uch la rge r ve rtica lly-inte gra te d inve s tor owne d utility with

e ntire ly diffe re nt de m ogra phics  from  Trico. Trico doe s  not ha ve  a n inte gra te d dis tribution,

tra ns m is s ion a nd powe r s upply in one  com pa ny like  UNS E. Trico is  bille d through s e ve ra l

contra cts  for its  powe r ba s e d on a  s ingle  monthly e ne rgy ra te  a nd a  fixe d dolla r cha rge  for

6

7

capacity. with re s pe ct to powe r s upply Trice  curre ntly ge ts  no be ne fit from us a ge  a t

diffe rent times  of the  day or week.

8

9 Trico curre ntly purcha s e s  tra ns mis s ion from Arizona  P ublic S e rvice  Compa ny (AP S ),

10 Tu c s o n  E le c t r ic  P o we r  C o m p a n y

11

(TEP ) a nd  Arizona  E le c tric  P owe r Coope ra tive

(AEP CO). S ome  of the se  tra nsmis s ion s e rvice  a gre e me nts  a re  point to point with a  s e t

12

13

14

15

re s e rve  ca pa city cos t which doe s  not diffe r if we  us e  le s s , howe ve r the  ma jority of the

tra nsmiss ion se rvice  a gre e me nts  a re  for ne twork se rvice  which is  bille d ba se d on Trico's

load ra tio sha re  of each sys tem's  tota l cos t a t the  time  of each of the  sys tem peaks . These

transmiss ion sys tems peak a t diffe rent times , and it would be  virtua lly imposs ible  to des ign

16 a n  e ffe c tive  re ta il ra te  s igna l ba s e d  on  a  tra ns m is s ion  loa d  ra tio  s ha re  cha rge . In  a n

17

18

19

20

2 1

22

23

24

in te gra te d utility like  UNS E, a  s ingle  s ys te m  pe a k occurs  a t the  s a m e  tim e  for the  e ntire

s ys te m  whic h ,  if re duc e d ,  c ou ld  po te n tia lly s a ve  o r de fe r the  ne e d  fo r ne w ge ne ra tion

a nd/or tra ns m is s ion fa c ilitie s . In  a  s m a ll d is tribu tion  c oope ra tive  like  Tric o ,  whe re  we

a c qu ire  powe r s upp ly a nd  tra ns m is s ion  from  o the r la rge  in te g ra te d  u tilitie s ,  it  is  m uc h

m ore  difficult to  qua ntify or e ve n ha ve  a ny im pa c t on the  s ys te m s  of o the rs  (e .g .  e ve n if

Trico did re duce d cos ts  for AP S 's  tra ns m is s ion s ys te m , it is  ve ry unlike ly tha t Trico would

e ve r d ire c tly s e e  a ny of thos e  s a v ings  which  could  the n  be  pa s s e d  through to  the  Trico

re ta il Me m be rs ).

25

26

27

In a ddition, be ca us e  Trico loa d is  95% re s ide ntia l, its  dis tribution s ys te m pe a ks  mos t ofte n

on the  we e ke nds  ra the r tha n  during  the  we e k a s  is  the  ca s e  for m os t urba n  u tilitie s  with

6



1

2

3

4

more  subs ta ntia l comme rcia l loa d. This  would ma ke  a n e ffe ctive  dis tribution sys te m time

of use  ra te  difficult for re s ide ntia l Me mbe rs  who would typica lly wa nt to ha ve  we e ke nds

as  off-peak times.

5

6

7

8

For those  rea sons , I do not be lieve  it appropria te  to compare  the  pos itions  or proposa ls  of

UNSE, SSVEC and Trico in the ir re spective  ra te  cases , or to cite a  Recommended Opinion

and Orde r in one  case  as  precedent or support for a  pos ition taken by the  sola r industry in

any other case . Trico's  facts  and circumstances  s tand on the ir own.

9

10

11

12

13

14

Q. Can you explain further why it is important to take action now given Trico's unique

circumstances?

Ye s . Trico ha d 551 re s ide ntia l DG Me mbe rs  a t the  be ginning of the  2014 te s t ye a r (this

include s  a ll DG Me mbe rs  in Trico's  a re a  from 2005 to 2014 or 9 ye a rs ). As  of Fe brua ry

28 , 2015 , Trico  ha d  1 ,262  DG Me mbe rs . As  o f th e  e n d  o f J u ly 2 0 1 6 ,  in c lu d in g

applica tions  pending ins ta lla tion, Trico now has  approxima te ly 1,700 DG Members . Thus ,

s ince  the  s ta rt of the  te s t yea r, the  DG in Trico's  se rvice  a rea  has  expanded from jus t ove r

1% to ove r 4% of Tric e 's  to ta l Me mbe rs .

15
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17
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Ba se d on our curre nt ra te  de s ign a nd ne t me te ring, mos t of those  4% a re  pa ying only a

s ma ll portion of the  fixe d cos ts  a lloca te d to the m a nd a re  a voiding pa ying a lmos t $2

million of fixe d cos ts  a nnua lly. Those  a voide d cos ts  a re  shifte d to the  othe r Me mbe rs . If

those  cost shifts  a re  locked in through grandfa thering over 20 years , you a re  looking a t $40

millio n  to  b e  s h ifte d  to  fe we r th a n  4 0 ,0 0 0  me mb e rs . Furthe r de la y a nd  furthe r

grandfa thering will only increase  those  numbers .

The  s e ttle me nt a gre e me nt provis ions  will he lp  mitiga te  the  incre a s ingly ine quita ble

re cove ry of Trico 's  fixe d cos ts  (a nd re la te d cos t s hift). Trico ha s  be e n a tte mpting to

A.

7



1

2

addre ss  this  is sue  s ince  the  beginning of 2015. Given the  exponentia lly increa s ing leve ls

of DG in its  se rvice  a rea , considera tion of the  se ttlement agreement cannot wait.

3

4 III.

5

6

THE INCREASED CUSTOMER CHARGE SET FORTH IN THE SETTLEMENT

AGREEMENT IS AN APPROPRIATE MEASURE TO MITIGATE THE FIXED

COST SHIFTS RESULTING FROM A RAPID INCREASE IN ROOFTOP SOLAR

DEPLOYMENT IN TRICO'S SERVICE AREA.

Q. Mr. Monsen asserts the increase in Tric0's fixed customer charge represents "a

significant change in rates." Do you agree?

No. Aga in, the  incre a se  in the  re s ide ntia l cus tome r cha rge  is  offse t by a  re duction in the

ene rgy ra te s  and the  introduction of block ra te s  tha t furthe r reduce  the  ene rgy ra te  for the

firs t 800 kph, producing a  re ve nue  ne utra l shift in some  of the  fixe d cos ts  of se rvice  from

the  volumetric energy ra te  to the  customer charge . Residentia l Members  us ing the  average

of 837 kph would e xpe rie nce  a n ove ra ll incre a s e  in the ir monthly bill in the  a mount of

approximate ly $2.05 or 1.75% over current ra tes .

7
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9
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It is  true  tha t Me m be rs  who us e  s ignifica ntly lowe r e ne rgy will s e e  a  highe r pe rce nta ge

incre a s e  in the ir monthly b ill be ca us e  of the  incre a s e d cus tome r cha rge . The  cus tome r

charge  represents  a  portion of the  direct access ave rage cos t to s e rve  a  res identia l Member.

For tha t reas on, Trico be lieves  the  us e  of appropria te ly des igned demand ra te s  would like ly

be  a  be tte r m e a ns  of re cove ring  fixe d cos ts , a nd Trico ha s  a g re e d to p rovide  de m a nd

infonna tion a nd be g in e duca tion a nd outre a ch to its  Me m be rs  re ga rding  de m a nd ra te s ,

while  colle cting a nd a na lyzing de ma nd da ta , pe nding cons ide ra tion of de ma nd cha rge s  in

the  Coopera tive 's  next ra te  case .

8

l l !
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4

5

I think it is  importa nt to re ite ra te  tha t low usa ge  Me mbe rs  a re  not ne ce ssa rily low income

Me mbe rs . As  I ha ve  note d in my pre vious  te s timony, the  a ve ra ge  Trico Me mbe r se e king

he lp through low-income  a s s is ta nce  progra ms  us e s  s ignifica ntly more  e ne rgy tha t the

a ve ra ge  re s ide ntia l usa ge  of 837 kph. The  ove ra ll impa ct of the  propose d ra te s  on such

low income Members  would be  lower than for the  average  Member on a  percentage  basis .

6

7 Q-

8

Mr. Monsen argues that the increased customer charge proposed under the

Settlement Agreement is inconsistent with the principle of "gradualism." How do you

9 respond?

10

11

12

13

14

15

16

17

18

As  Trico ha s  s e t forth  - a nd EFCA ha s  not d is pute d - the  ba s ic  s e rvice  cos ts  for Trico 's

re s id e n tia l Me m b e rs  is  a lm o s t $ 3 2  p e r m o n th ,  wh ic h  is  th e  c o s t o f h a v in g  Tric o 's

in fra s truc tu re , the  s e rvic e  c onne c tion , in  p la c e  to  s e rve  the  min imum loa d  be fore  a ny

e ne rgy is  provide d to  the  Me mbe r. The  $24 pe r month cus tome r cha rge  s till cove rs  only

two-thirds  of this  cos t. In  a n e ffort to  re cove r a n e quita ble  a mount of fixe d cos ts  from its

Me mbe rs , the  incre a s e  in the  monthly cha rge  move s  ha lfwa y be twe e n the  curre nt cha rge  of

$15 a nd the  a ctua l fixe d cos ts  it is  inte nde d to cove r. More ove r, Trico ha s  a dde d a  tie r in

its  volume tric  ra te s  to  mitiga te  the  incre a s e  for lowe r us a ge  Me mbe rs . I be lie ve  this  is  a

fa ir ba la nce  a nd re s ults  in a  gra dua l bill impa ct for the  va s t ma jority of Trico Me mbe rs .

19

20

21

22

23

24

25

26

27

Furthe r, not to  be  flippa nt, but I wis h Mr. Mons e n ha d s poke n with  his  clie nt a nd its

me mbe r, S ola rCity, a bout gra dua lis m a  fe w ye a rs  a go. Trico ha s  be e n de a ling with a n

unprecedented Hood of applica tions  for DG inte rconnections  s ince  the  la tte r pa rt of 2014,

whe n S ola rCity be ga n the  he a vy ma rke ting of le a se d re s ide ntia l rooftop DG sys te ms  in

Trico's  s e rvice  a re a . Tha t e xplos ive  growth occurre d a nd is  continuing, notwiths ta nding

the  re duction a nd e ve ntua l e limina tion of up-front ince ntive s  for DG sys te ms . Unde r the

curre nt ne t me te ring ta riff, give n the  s pe cifics  of Trico's  circums ta nce s , Trico's  non-DG

Me mbe rs  s ubs idize  $89.91 pe r month in fixe d grid cos ts  for e a ch inte rconne cte d DG

A.
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1 3

sys te m. Tha t e qua te s  to a n a nnua l subs idy of $1.75 million a nnua lly a s  of Ma y 31, 2016,

the  propose d gra ndfa the re d da te  unde r the  Se ttle me nt Agre e me nt, a nd it incre a se s  with

e ve ry ne w DG inte rconne ction. Tha t is  a n is sue  tha t must be a ddre sse d -- it will continue

to e s ca la te  unle s s  we  do. Wha t Trico  a nd  Commis s ion  S ta ff ha ve  a gre e d  to  is  a

compromise  measure  tha t begins  to address  the  is sue . Tha t measure  includes  a  revenue

neutra l shift in some  of the  fixed grid cos ts  from the  volume tric ene rgy cha rge  to the  fixed

cus tome r cha rge , so tha t a ll re s ide ntia l Me mbe rs , including those  with DG, contribute  to

the  fixe d grid cos ts  incurre d by a ll of those  re s ide ntia l Me mbe rs . This  in conjunction with

the  DG Ene rgy Export Ta riff re duce s  the  DG s ubs idy from $89.91 pe r month to a bout

$60.00. As  I note d pre vious ly, the  ne t impa ct of tha t me a s ure  to the  a ve ra ge  non-DG

re s ide ntia l Me mbe r is  a  bill incre a s e  of le s s  tha n 2 pe rce nt. In light of the  e xtra ordina ry

circums ta nce s  we  a re  de a ling with, I would s ubmit tha t the  ra te  propos a l a gre e d to by

Commiss ion S ta ff and Trico is  clea rly cons is tent with the  principle  of gradua lism.

1 4

1 5 Q.

1 6

1 7

1 8

1 9

In his Direct Testimony, William A. Monsen recommends that, in lieu of an increased

customer charge, Trico adopt a "minimum monthly bill that is trued up annually for

residential Members that is revenue neutral relative to its current fixed charge."

Would that adequately address the issues of unrecovered fixed grid costs and cost

shifts to Trico's non-DG Members?

20

2 1

2 2

23

24

25

26

27

No. In s upport of his  re comme nda tion, Mr. Mons e n cite s  the  te s timony of B. Thoma s

Be a ch on be ha lf of the  Allia nce  for S ola r Choice  in the  Commis s ion's  Va lue  of S ola r

docke t (Docke t No. E-00000J-l4-0023). In his  te s timony, Mr. Beach concedes  tha t "[cos t-

shift] impacts  on non-pa rticipants  a re  most like ly to be  a  conce rn in the  re s identia l marke t,

because  re s identia l sola r sys tems export a  highe r pe rcentage  of the ir output and because

mos t of the  re s ide ntia l cos t of s e rvice  is  re cove re d through volume tric ra te s ." As  Mr.

Mons e n note s , one  of the  s olutions  to tha t is s ue  propos e d by Mr. Be a ch is  to "a dopt a

monthly minimum bill to re cove r cus tome r-re la te d cos ts , thus  e nsuring tha t a ll Me mbe rs

A.
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ma ke  a  minimum contribution to the  cos ts  of the  utility infra s tructure  tha t s e rve s  the m

(e .g., me te ring, billing, and cus tomer accounts  se rvice )." [Monse n te s timony p, 21, citing

Beach te s timony pp. 26-27, pa renthe tica l added by Mr, Monse n]. Mr. Be a ch indica te s  tha t

"a  minimum bill can be  se t to a ssure  recove ry from a ll Members  of cus tomer re la ted cos ts

which do not va ry with us a ge ." [Be a ch te s timony p. 27]. Aga in, Trico's  Cos t of S e rvice

s e t forth  in  S che dule  G-6.0  de mons tra te s  tha t Trico 's  fixe d cus tome r re la te d  cos ts

including line  extension, mete ring and mete r reading, customer records  and se rvice  equa te

to $3 l .83 per month for each res identia l Member. Trico's  proposed customer charge  under

the  Se ttlement Agreement is  $24 per month. Thus , even under the  Coopera tive 's  proposa l,

it will not fully re cove r the  full a mount of fixe d cus tome r re la te d cos ts , the  ba la nce  of

which mus t be  re cove re d through the  Coope ra tive 's  volume tric e ne rgy ra te . Adopting

ins tead a  minimum bill tha t is  "revenue  neutra l" re la tive  to Trico's  current cus tomer cha rge

of $15 would e xa ce rba te  the  fixe d cos t re cove ry a nd cos t shift is sue s , not a ddre ss  the m.

Mr. Hedrick addre sse s  the  minimum monthly bill concept furthe r in his  te s timony.
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w . THE DG ENERGY EXPORT TARIFF AGREED TO BY TRICO AND

COMMISSION STAFF PROVIDES A FAIR AND REASONABLE SUBSIDY THAT

WILL CONTINUE TO PROMOTE THE DEVELOPMENT OF SOLAR

RESOURCES IN TRICO'S SERVICE TERRITORY AT A REDUCED COST TO

NON-DG MEMBERS.

Q. Do you agree with EFCA's position that Trico's proposed compensation for excess

energy is inadequate?

1
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No. Mr. Monsen incorrectly implies that the proposed DG Energy Export rate of

$0.077/kWh was calculated simply as a halfway point between Trico's avoided cost and

retail rate. While the rate was derived through settlement discussions and not through

pricing analysis, as Section 8.1 of the Settlement Agreement explicitly states, the

proposed rate represents the "equivalent of Trico's power supply portion of the energy

charge for the first tier of the proposed RSl Tariff." The "power supply portion of the

energy charge" includes all the variable and fixed costs of the power supply and all the

fixed cost of the transmission system, not just "brown wholesale energy." See Schedule

H-2.1.

I believe the $0.077/kWh rate proposed in the Settlement Agreement represents a

reasonable balance of the Cooperative's goal of promoting the sustainable growth of solar

energy in its service territory against the cost to non DG Members of subsidizing that

growth. As I noted in previous testimony, the Settlement Agreement produces an

average energy credit from base rates of $0.091417/kWh, utilizing the $0.077/kWh

export rate. That is higher than TEP's current full net metering retail credit, which

appears to work for TEP's DG customers. It is also higher than the $0.09/kWh solar

lease rate assumed by Mr. Monsen in his analysis. Mr. Monsen's adoption of the

testimony of other witnesses in the Commission's Value of Solar Docket and the UNS

1 2
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2

3

Ele ctric ra te  ca se  re ga rding pote n tia l be ne fits  of DG in orde r to a s se s s  the a c tua l va lue  of

e xp o rte d  e n e rg y to  Tric o  is  a t  b e s t  a n  e s o te ric  e xe rc is e  th a t ig n o re s  th e  d iffe re n c e

be twe e n  a n  e le c tric  d is tribu tion  c oope ra tive  a nd  ve rtic a lly-in te gra te d  inve s to r owne d

utilitie s .4

5

6 Q.

7

Do you agree with Mr. Monsen's assertion that Trico's proposed excess energy

buyback rate forces DG customers to take unreasonable price risk?
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No. In his  Dire ct Te s timony, Mr. Monse n s ta te s  tha t "Trico's  buyba ck ra te  could cha nge

s ignifica ntly e a ch ye a r. This  would ca use  gre a t e conomic unce rta inty for Me mbe rs  who

a re  cons ide ring long-te rm inve s tme nts  in s ola r DG s ys te ms ." [Mons e n J une  l, 2016

Dire ct Te s timony, p. 25] Unde r the  S e ttle me nt Agre e me nt, the  DG Ene rgy Export Ta riff

is  s e t a t $0.077/kWh. Cha nge s  in the  DG Ene rgy Export Ta riff ma y be  ma de  only in

conjunction with a  continua tion of this  ra te  ca se  (for up to 18 months ) with opportunity

for a ll pa rtie s  to pa rticipa te  following the  comple tion of the  Commiss ion's  Va lue  of Sola r

Proceeding, or in a  future  ra te  case , which is  based on a  test year and as a  practica l matter

camion be  conducted "each yea r." Mr. Monsen has  a lso asse rted tha t "it is  unlike ly tha t a

de ve lope r of utility-sca le  sola r sys te ms  would be  willing to e nte r into a  long-te rm Powe r

P urcha s e  Agre e me nt with  Trico  tha t ha d  s uch  a  h ighly unce rta in  purcha s e  price .

Howe ve r, Trico a ppe a rs  to be lie ve  tha t sola r DG Me mbe rs  should be  force d to a cce pt

risks  tha t othe r owners  of sola r projects  would not accept." [Monsen Direct Tes timony, p.

25] Tha t is  a  s trikingly ina pt a na logy which ignore s  tha t fa ct tha t unlike  rooftop DG

which is  compe ns a te d a t ta riffe d ra te s , utility s ca le  s ola r contra cts  a re  ma rke t-ba s e d

a gre e me nts  re sulting from a rms-le ngth ne gotia tions  be twe e n the  pa rtie s . Those  a mis -

le ngth ne gotia tions  typica lly produce  e ne rgy price s  tha t a re  much le s s  tha n ha lf of the

curre nt cos t of rooftop s ola r DG to the  utilitie s . Trico's  DG Ene rgy Export Ta riff ra te  of

$0.077/kWh unde r the  Se ttlement Agreement is  s till s ignificantly highe r than the  current

27
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marke t price  of long-te rm power purchase  agreements  a ssocia ted with utility sca le  sola r

proje cts .

1

2

3

4

v. THE  G R ANDF ATHE R ING  P R O VIS IO NS  IN THE  S E TTLE ME NT AG R E E ME NT

AR E  F AIR ,  R E AS O NAB LE  AND C O NS IS TE NT WITH P AS T R E G ULATO R Y

P R AC TIC E .5

6

7

8

9

1 0

Q- Mr. Monsen asserts that Trico's grandfathering proposal should apply to all net

metering Members with existing DG systems and those who submit a completed

interconnection application within 30 days after the decision in this docket becomes

unappeasable. Is this a recommendation Trico can support?

11 No. While  Mr. Mons e n utilize s  na tiona l indus try da ta  a nd cos t mode l a s s umptions  to

ana lyze  the  potentia l impact of the  Se ttlement Agreement on the  continued deve lopment of

rooftop DG in Trico's  se rvice  te rritory, the  re a lity is  tha t the  volume  of DG inte rconne ction

a pplica tions  to  Trico  is  contro lle d  to  a  ve ry la rge  e xte nt by the  ma rke ting  e fforts  of

Sola rCity, the  only EFCA Member tha t does  bus iness  in the  Trico se rvice  a rea . By way of

illus tra tion, on Fe brua ry 26, 2015, Trico file d a n a pplica tion to modify its  ne t me te ring

ta riff on subs tantia lly the  same  tea rs  a s  proposed in its  origina l Applica tion in this  docke t,

propos ing a  gra ndfa the ring de a dline  of Fe brua ry 28, 2015. In the  ne xt two da ys , Trico

re ce ive d 99 a pplica tions  for rooftop DG inte rconne ctions , 76 of which we re  S ola rCity

systems. Afte r February 28, 2015, Sola rCity announced tha t it would cease  doing business

in Trico's  s e rvice  te rritory, a nd inte rconne ction a pplica tions  droppe d to 10-15 pe r month,

a pproxima te ly the  volume  e xpe rie nce d by the  Coope ra tive  prior to the  ma rke ting of the

le a s e d s ola r mode l in its  s e rvice  te rritory by S ola r City. In Nove mbe r of 2015, S ola rCity

a dvise d Trico it would re sume  a ctivity in the  Coope ra tive 's  te rritory, a nd a pplica tions  for

DG inte rconne ctions  incre a s e d to ove r 50 pe r month. Tha t volume  of a pplica tions  is

re s u ltin g  in  th e  a cce le ra tio n  o f u n re co ve re d  a n d  s h ifte d  fixe d  g rid  co s ts ,  a n d  is

unsus ta inable  for Trico.
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The  bottom line  is  tha t the re  is  a  ve ry high proba bility tha t gra ndfa the ring a pplica tions

rece ived a t a  da te  in the  future  will re sult in a  flood of applica tions  be fore  tha t da te , locking

in an additiona l la rge  amount of unrecovered and shifted grid cos ts  for an extended pe riod

of time . In the  S e ttle me nt Agre e me nt Trico a gre e d to gra ndfa the r ne t me te ring for

Me mbe rs  who submitte d a pplica tions  on or be fore  Ma y 31, 2016, including a n a dditiona l

359 Me mbe rs  with in  the  gra ndfa the re d group ove r tha t propos e d in  Trico 's  orig ina l

a pplica tion in  this  docke t of 1 ,262 gra ndfa the re d Me mbe rs . I b e lie ve  th a t is  b o th

re a s ona b le  a nd  a ppropria te ,  g ive n  tha t a ll Me mbe rs  who  file  a pp lica tions  fo r DG

inte rconne ctions  a re  provide d with a nd re quire d to a cknowle dge  re ce ipt of notice  of the

curre nt ra te  proce e ding be fore  the ir a pplica tion is  comple te d. A s a mple  of the  form of

acknowledgement is  a ttached as Exh ib it VN-1. To put this  in pe rspe ctive , Trico's  cos t of

s e rvice  s tudy file d with this  a pplica tion include d 551 re s ide ntia l DG Me mbe rs  a t the

beginning of the  2014 te s t yea r (this  includes  a ll DG Members  in Trico's  a rea  from 2005 to

2014 or 9 ye a rs '). Trico's  origina l gra ndfa the r da te  for DG Me mbe rs  a s  of Fe brua ry 28,

2015 re fle cte d 1,262 DG Me mbe rs  a s  of tha t da te , a nd including a pplica tions  pe nding

ins ta lla tion, Trico now has  a lmost 1,700 DG Members . The  DG in Trico's  se rvice  a rea  has

expanded over the  course  of this  proceeding from jus t ove r 1% to ove r 4% of Trico's  tota l

Me mbe rs .

1 4

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

Q. Mr. Monsen asserts that the language of the Settlement Agreement opens the door to

the elimination of all  grandfathering in the next Trico rate case. How do you

respond?

25

26

27

Trico has  committed in the  Se ttlement Agreement to support continuing the  grandfa the ring

for the  re ma ining te rn  of the  me mbe r's  in te rconne ction  a gre e me nt or for 20  ye a rs ,

whiche ve r is  s horte r. Howe ve r, ne ithe r Trico nor the  Commis s ion S ta ff ca n bind future

Commissions, through a  Se ttlement Agreement or otherwise .
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Q. EFCA has asserted that "grandfathering" Members on the net metering tariff as of

a date prior to a final decision in this docket constitutes "retroactive ratemaking,"

and appears to be illegal. Would you agree with that?

5

6

7

8

9

10

Absolute ly not. To the  contra ry, it is  typica l in ra te  cases  be fore  the  Commiss ion to apply

ne w ra te s  to a ll Me mbe rs  of the  a ffe cte d cla s s . If ne w ra te s  we re  to be  a pplie d in this

docke t in the  wa y ra te s  a re  typica lly a djus te d following a  ra te  ca s e , a ll DG Me mbe rs

would be  s ubje ct to  the  ne w ra te s  going forwa rd. In  th is  ca s e , the  Trico  Boa rd  of

Dire ctors  de te rmine d tha t Me mbe rs  who a pplie d for DG inte rconne ctions  prior to Trico's

origina l a pplica tion to modify its  ne t me te ring ta riff on Fe brua ry 26, 2015 s hould be

"gra ndfa the re d" unde r the  e xis ting ne t me te ring ta riff, be ca use  the y ha d like ly a cquire d

a nd  s ize d  the ir DG s ys te ms  ba s e d  on  the  ne t me te ring  ta riff a t the  time  withou t

knowle dge  of the  propose d cha nge s . Accordingly, Trico propose d a n e xce ption to the

usua l ra te ma king pra ctice  for those  Me mbe rs  with a pplica tions  on file  prior to Ma rch l,

2015. As  pa rt of the  S e ttle me nt Agre e me nt, Trico a gre e d to e xte nd tha t e xce ption to

Me mbe rs  with a pplica tions  a cce pte d on or be fore  Ma y 31, 2016, the re by including a n

a dditiona l 359 Me mbe rs  within tha t e xce ption. While  a ll Me mbe rs  a pplying for DG

inte rconnections  a fte r Februa ry 28, 2015 have  been explicitly advised of Trico's  reques t

to modify the  ne t me te ring ta riff for a pplica tions  file d a fte r tha t da te , the  Trico Boa rd of

Directors  be lieved it appropria te  to include  the  additiona l Members  in la rge  pa rt because

ma ny of the m ha d be e n incorre ctly a dvis e d by the ir sola r ve ndor tha t the  Commis s ion

could not le ga lly cha nge  the  ne t me te ring ta riff a s  of the  e ffe ctive  da te  of a  de cis ion in

this  docke t for anyone  ins ta lling a  DG system before  the  decis ion.
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It is  importa nt to re ite ra te , tha t unde r the  S e ttle me nt Agre e me nt, while  the  e xis ting ne t

me te ring ta riff is  froze n a fte r Ma y 31, 2016, a ll DG Me mbe rs  will re ma in on the  e xis ting

ne t me te ring ta riff until a fte r the  e ffe ctive  da te  of a  Commiss ion de cis ion in the  docke t.

1 6



l

2

3

4

Therea fte r, DG Members  with applica tions  filed a fte r May 31, 2016 will be  subject to the

ne w DG Ene rgy Export Ta riff in lie u of the  curre nt ne t me te ring ta riff. The re  would be

no applica tion of the  DG Ene rgy Export Ta riff to DG Members  for any pe riod prior to the

Commission decis ion in this  docke t, because tha t would be  re troactive  ra temaking.

5

6 Q. Is "freezing" a tariff prior to the date of a Commission decision unprecedented?

7

8

9

1 0

11

No. In fact freezing a  current ta riff so tha t it will be  unava ilable  a s  of a  da te  ce rta in subject

to fina l Commiss ion decis ion ha s  been used by utilitie s  and accepted by the  Commiss ion

as  a  way to mitiga te  unintended issues  with an exis ting ta riff pending a  de te rmina tion of an

a ppropria te  re s olution of the  is s ue s  by the  Commis s ion. P e rha ps  the  mos t pe rtine nt

e xa mple  of tha t is  the  re duction a nd e ve ntua l e limina tion ove r time  by Trico a nd othe r

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

Arizona  utilitie s  of up-front s ubs idie s  for rooftop s ola r in re s pons e  to ra pid incre a s e s  in

rooftop sola r deployment. Trico a s  we ll a s  the  othe r Arizona  regula ted utilitie s , reduced its

up-front incentive s  ove r a  pe riod of about five  yea rs . Once  the  incentive  dolla rs  budge ted

for in the  REST plan were  exhausted Trico would notice  its  Members  and sola r contractors

tha t ne w DG a pplica tions  would re ce ive  the  up-front ince ntive s  a s  a pprove d in the  ne xt

Trico RES T pla n. In  e a ch ca s e , notice  wa s  provide d to  Me mbe rs  of Trico 's  inte nt to

reduce  the  up-front subsidies  as  of a  da te  ce rta in, and Trico rece ived subsequent approva l

of those  reductions  from the  Commiss ion in its  REST plans .

20

2 1

2 2

Q, Mr. Monsen also asserts that Trico must grandfather the rate design for DG

Members. Do you agree?

23

24

25

26

27

No . We  a re  tre a ting a ll Me mbe rs  the  s a me  with re s pe ct to ra te  de s ign a nd the  ra te s

cha rge d for s e rvice . No Me mbe rs  s hould e xpe ct tha t ra te s  a nd ra te  de s ign will re ma in

uncha nge d in pe rpe tuity. Inde e d, the  Commis s ion ha s  urge d utilitie s  a cros s  Arizona  to

include  such a  notice  in ne t me te ring ma te ria ls  provide d to DG Me mbe rs . Trico ha s  done

so since  February 2014. S e e  Exh ib it  VN-2.

A.

A.
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1

More ove r, it is  uncle a r wha t Mr. Mons oon me a ns  by gra ndfa the ring ra te  de s ign. His

a rguments  could be  cons trued to sugges t tha t even the  monthly cus tomer cha rge  should

never be  increased for DG Members .

In e ffect, Mr. Monsen is  a sking tha t DG Members  be  trea ted as  a  separa te  cus tomer class .

This  is  a t odds  with ERICA's  position in other docke ts  tha t DG Members  cannot and should

not be  trea ted diffe rently than other Members .

VI. INTRODUCTION OF A DEMAND RATE WITH A $0.00/kW CHARGE, IN

COMBINATION WITH MEMBER OUTREACH, EDUCATION AND ANALYSIS

IS A REASONABLE MEANS OF ASSESSING WHETHER DEMAND CHARGES

ARE A FAIR AND APPROPRIATE MEANS OF ALLOCATING FIXED COSTS IN

FUTURE RATE CASES.

2

3

4
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18 A.

19

20
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27

Q. Why does Trico believe it is important to introduce the concept of a demand charge

to its Members now?

In its  initia l filing, Trico did not s e e k to introduce  the  conce pt of de ma nd cha rge s , but

ra the r to pa rtia lly a ddre s s  the  is s ue  of los t a nd s hifte d grid cos ts  by ra is ing the  fixe d

cus tome r cha rge  a nd re ducing the  compe nsa tion for e xporte d DG from the  re ta il e ne rgy

ra te  to avoided cost. Trico be lieved then tha t properly des igned demand ra tes  a re  the  most

a ccura te  a nd e quita ble  wa y to  a lloca te  the  fixe d cos ts  of build ing, ma inta ining a nd

financing the  e lectric grid, but e lected not to introduce  a  new e lement of ra te  de s ign to its

Me mbe rship without sufficie nt opportunity to colle ct a nd a na lyze  Me mbe r de ma nd da ta ,

conduct a de qua te  Me mbe r e duca tion  a nd  ou tre a ch  a nd  e ns ure  the  ra te s  ha ve  no

una nticipa te d ne ga tive  e ffe cts . As  I ind ica te d  in  p rio r te s timony, a c tivity in  va rious

Commiss ion proceedings  rega rding ra te  de s ign is sues  and ne t me te ring led us  to be lieve

1 8
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3

4

tha t if the  Coope ra tive  intended to implement demand ra te s  in a  subsequent ra te  ca se , it

would be  critica l to  be gin the  proce s s  of e duca ting our Me mbe rs  a nd a na lyzing the

pote ntia l impa ct of de ma nd ra te s  we ll be fore ha nd. With  tha t in  mind, Trico  ha s  now

agreed under the  Se ttlement Agreement to implement a  demand ra te  a t a  $0.00/kW charge

on re s ide ntia l a nd sma ll comme rcia l Me mbe r bills  for the  purpose  of providing Me mbe rs

with monthly pe a k de ma nd informa tion. Tha t informa tion, combine d with a  Me mbe r

Educa tion Program as  provided in the  Se ttlement Agreement, will se rve  as  a  pla tform from

which to propose  well designed demand charges in a  future  ra te  case .

5

6

7

8

9

1 0 Q» How soon could that future rate case occur?

11

12

Unde r the  S e ttle me nt Agre e me nt, Trico ha s  a gre e d its  ne xt te s t ye a r will e nd no e a rlie r

tha n June  30, 2018. It typica lly ta ke s  s e ve ra l months  following the  e nd of a  te s t ye a r to

prepare  and file  a  ra te  case , and in excess  of one  year to comple te  the  case  once  filed. It is

therefore  unlike ly tha t new ra tes  could be  in e ffect before  January 1, 2020.

13

14

15

16 Q- Are there any limits on the imposition of demand charges in the Cooperative's next

ra te case?

Ye s . Trico ha s  a gre e d to propos e d de ma nd ra te s  for re s ide ntia l a nd s ma ll comme rcia l

Members  no higher than $2/kW, re flecting a  portion of the  dis tribution-demand component

of Trico's  cos t of se rvice . The  pa rtie s  to the  Se ttlement Agreement have  a lso agreed tha t

a lternative  options may need to be  considered in the  next ra te  case .

17

18

19

20

21

22

23

24

25

26

27

Q . What is the purpose of having a $0.00/kW demand rate in place? Why not simply

provide education to Members regarding demand rates?

The  purpos e  of including a  $0.00/kW de ma nd ra te  on Me mbe r bills  is  to a s s is t in the

e duca tion of Me mbe rs  a bout de ma nd ra te s , a nd to include  the  ra te  in the  Coope ra tive 's

billing sys tem in orde r to provide  Trico the  necessa ry time  to ensure  tha t a ll Members  a re

A.

A.

A.
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1

2

3

4

metered appropria te ly and the  billing sys tems a re  in place  to e ffect the  billing of demand to

e a ch Me mbe r. In a ddition, ha ving de ma nd infonna tion in the  billing sys te m will fa cilita te

Trico 's  a bility to  a na lyze  de ma nd da ta  for ra te  de s ign a nd Me mbe r e duca tion. For

e xa mple , Trico a nticipa te s  tha t ultima te ly it will be  a ble  to utilize  the  colle cte d de ma nd

informa tion to provide  billing compa ris ons  to Me mbe rs  e na bling, the m to a s s e s s  the

impact of any future  demand ra te  proposa ls .

5

6

7

8

9

10

11

12

Q. Both Messrs. Monsen and Quinn assert that demand charges should not be

implemented before a comprehensive education plan regarding the nature and use of

demand rates is developed and provided to Members. Is that a fair position to take?

13

14

15

16

17

18

Ye s . Tha t is  why we  a re  propos ing to imple me nt a  $0.00/kW de ma nd cha rge  in this  ra te

ca se . The  $0.00 cha rge  s e rve s  to include  the  ra te  in the  Coope ra tive 's  billing sys te m in

orde r to colle ct a nd a na lyze  de ma nd infonna tion in conjunction with a n e xte ns ive  a nd

well-planned Member educa tion plan on demand ra tes . Once  the  Se ttlement Agreement is

approved, the  Coopera tive  will inves t the  time  and expense  of deve loping such a  plan, so

tha t it is  in pla ce  a nd e ffe ctive  we ll be fore  the  Coope ra tive 's  ne xt ra te  ca se . In tha t wa y,

parties  to any future  ra te  case  will have  an opportunity to assess  the  ana lysis  conducted by

the  Coope ra tive  a nd e ffe ctive ne s s  of the  Coope ra tive 's  compre he ns ive  e duca tion pla n

regarding the nature  and use of demand rates, before demand charges are  implemented.19

20

21

22

23

24

25

26

27

Q- Why not develop a demand-billing pilot program as Mr. Monsen suggests on page

36 of his July 29 testimony?

As  we  ha ve  dis cus s e d, including the  de ma nd ra te  e le me nt in our billing s ys te m a llows

Trico to fully a nd a ccura te ly s tudy e ve ry Me mbe r's  de ma nd a nd ma ke  be tte r de cis ions

a bout whe the r a nd how to imple me nt a ctua l de ma nd ra te  cha rge s  in the  future . Solar

e ntitie s , s uch a s  EFCA, ha ve  a rgue d tha t utilitie s  ha ve  not a de qua te ly s tudie d va rious

a s pe cts  of de ma nd ra te s  or othe r DG re la te d topics . And, ironica lly, the y now a rgue

A.

A.

20
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2

3

4

5

6

7

against Trico implementing a robust and more thorough and accurate way to study and

assess demand rates. A demand-billing pilot program would essentially allow a limited

subset of Members to self-select participation, based on a Member's assessment of whether

the program would benefit that particular Member's usage and situation. Trico does not

believe that would provide a  complete  analysis of Member demand for the entire  Trico

system, or would provide  as  good an opportunity to conduct outreach and education

regarding demand rates for the entire Trico Membership.

8

9 Q.

1 0

Mr. Mons en a rgues  a t page  31 tha t "Where  a  demand charge  was  implemented, the re

was  a  s ignificant drop-off of applica tions  for DG fac ilitie s ." What is  your res pons e?

1 2

13

1 4

1 5

1 6

1 7

Mr. Monsen makes  tha t s ta tement a fte r discuss ing Sa lt River Project's  resent adoption of a

de ma nd cha rge  for DG Me mbe rs . Wha t Mr. Monse n doe s  not provide  in his  te s timony is

tha t the  S RP  de ma nd cha rge  is  a s  high a s  $17.52 pe r kW for s umme r months . Mr.

Mons e n 's  a s s e rtion is  de ce ptive  a t be s t a nd comple te ly ignore s  the  s pe cifics  of the

Se ttle me nt Agre e me nt's  de ma nd ra te  proposa l. The re  is  no ba s is  for a n a ssumption tha t

the  introduction of a  $0.00/kW demand cha rge  for the  purpose  of collecting and ana lyzing

de ma nd informa tion a nd conducting e duca tion a nd outre a ch will re s ult in a  drop off of

1 8 applications for DG interconnection.

1 9

20 Q.

21

22

In your initial Direct Testimony, you indicated that Trico was not proposing demand

rates for DG Members. Why does Trico now believe it is appropriate to implement a

$0.00/kW demand charge for its DG Members?

23

24

25

26

Trico believed then and now, that properly designed demand rates are the most accurate

and equitable way to allocate the fixed costs of building, maintaining and financing the

electric grid, but elected not to introduce a new element of rate design to its Membership

without sufficient opportunity to collect and ana lyze  Member demand da ta , conduct

27

2 1
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4

5

6

7

8

9
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11

a de qua te  Me mbe r e duca tion a nd outre a ch a nd e nsure  the  ra te s  ha ve  no una nticipa te d

nega tive  e ffects .

Trico's  origina l filing propos e d a n incre a s e d cus tome r cha rge , de clining block e ne rgy

ra te , and a  change  in the  ne t me te ring ta riff to e limina te  ne tting and pay for exported DG

a t Trico's  avoided cos t ra te . Members  who applied for DG inte rconnection be fore  March

1, 2015 would be  grandfa the red unde r the  exis ting ne t me te ring ta riff. Trico s till be lieves

tha t cre a ting a  de ma nd cha rge  only for DG Me mbe rs  would not be  a ppropria te , a nd is

p ropos ing  to  imple me nt a  $0 .00 /kW de ma nd  cha rge  fo r a ll re s ide n tia l a nd  s ma ll

comme rcia l Me mbe rs , including thos e  with DG, in orde r to obta in a nd s tudy de ma nd

da ta , conduct Me mbe r outre a ch a nd e duca tion, a nd de te rmine  whe the r to propos e

demand ra tes  for a ll re s identia l and small commercia l Members  in the  Coopera tive 's  next

ra te  case  as  an appropria te  recovery mechanism for fixed grid costs .

VII. TRICO HAS THE TECHNICAL CAPABILITY TO FAIRLY AND EFFECTIVELY

IMPLEMENT A DEMAND-RATE COMPONENT.

12

13

14

15

16

17

18

19

Q. Mr. Monsen asserts that Trico lacks the technical capability to provide useful

information to residential Members about demand charges and the potential impact

to their bills. Do you agree?

20

21
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No. Of Trico's  tota l 46,086 a ctive  me te rs , a pproxima te ly 97% a re  curre ntly ca pa ble  of

me a s uring a nd re cording de ma nd (a nd a re  in fa ct now re cording de ma nd). with s ome

additiona l configura tion of the  Trico billing software , Trico can capture  the  demand da ta  to

provide  to its  Me mbe rs  a nd to utilize  for a na lys is . Trico ha s  a pproxima te ly 1,350 me te rs

on its  system tha t currently cannot be  configured to measure  and record demand. Trico has

proposed to replace  these  1,350 mete rs  and make  the  necessa ry modifica tions  to its  billing

s oftwa re  within s ix months  of the  a pprova l of the  e ffe ctive  da te  of the  Commis s ion's

decis ion approving the  Se ttlement Agreement.

A.

22



1

2 Q.

3

Do you agree with Mr. Monsen that billing demand on one peak interval would be

asking its Members to monitor and adjust their behavior based on 3,000 15-minute

intervals each month?4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

15

1 6
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No. Inte rva l de ma nd da ta  is  not ne ce s s a ry for Me mbe rs  to ha ve  the  a bility to minimize

pe a k de ma nd. Afte r the  fa ct inte rva l da ta  could a ctua lly be  confus ing a nd ove rwhe lming,

a s  a  Member would need to remember wha t appliances  we re  on a t any given time  ra the r

than s imply be ing mindful of reducing the ir peak demand by avoiding s imultaneous  use  of

ma jor a pplia nce s . Mos t Me mbe rs  would not find his torica l inte rva l da ta  to be  a  us e ful

tool. Ins te a d, by s imply a voiding us ing the  wa shing ma chine , clothe s  drye r, dishwa she r,

s tove /ove n a t the  sa me  time , a  Me mbe r will cre a te  a  lowe r pe a k de ma nd tha n by mining

a ll the  appliances a t the  same time. Many appliances have  timers  tha t could be  se t to ass is t

in  coordina ting the  us e  of the  a pplia nce s  to  a void s imulta ne ous  us e . Ma ny e ne rgy

reduction measure s  can a lso he lp to lower peak demand such a s  washing clothes  in cold

wa te r, se tting the  hot wa te r hea te r tempe ra ture  down, ins ta lling ene rgy-e fficient compact

fluorescent bulbs , e tc. Other new technologies  a lso exis t to ass is t with demand and energy

management such as battery storage equipment.

1 8

1 9

20

2 1

22

23

Trico be lie ve s  tha t the  e duca tion a nd a na lys is  of the  impa cts  will be  the  mos t importa nt

fa ctors  on the  s ucce s s  of a  de ma nd re duction progra m. Trico doe s  ha ve  inte rva l da ta

a va ila ble  for a bout 30% of its  e xis ting me te rs  a nd Trico pla ns  to utilize  this  da ta  in its

ana lys is  of the  impacts  of a  demand ra te  on Members  and a lso to he lp it to fomiula te  its

educa tion program.

24

25

26

27
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1 VIII. FREEZING THE CURRENT RESIDENTIAL TIME-OF-USE (c4T0U99) OPTION

IS APPROPRIATE.2

3

4 Q. Do you believe that the current time of use tariff is effective for Tric0's residential

Members? Please explain.5

6

7

8

9

10

11

1 2

No. Currently Trico's long term wholesale power contracts charge Trico based on a

single monthly energy rate which does not differ by time of day or day of the week. This

means that when Members on the TOU rate receive an overall reduction in energy costs

by reducing peak usage, Trico does not receive a corresponding reduction in its energy

costs. Thus, in effect, the reduction in costs to the TOU Members is subsidized by other

Members. with respect to the fixed cost of wholesale power Trico pays a fixed dollar

amount that does not change based on usage or the time of that usage. Until such time as

Trico can get time of use price signals from its power suppliers, it will not be possible for

Trico to have an effective TOU tariff.

Q. Does Trico intend to propose a new TOU tariff for its residential Members? If yes,

please explain. Will that tariff be effective with a demand charge? Please explain.

13

14

15

16

17

18

19

20

Not as this t ime. Unless and until such time as Trico's long term wholesale power

contracts provide more granularity at least with respect to energy charges Trico does not

believe that a TOU tariff will be effective.

21

22

23

24

25
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27

Trico does not believe that the existing TOU tariff would be effective with a demand

charge. The demand charge proposed in the Settlement Agreement for the residential and

small commercia l is  to provide a  s igna l to the Member  of  their  use of  the T r ico

distribution facilities which corresponds to their highest monthly demand (the size of the

distribution facilities needed to serve their peak demand). Because this highest demand

can happen any t ime,  it  could result  in causing a  peak to occur  a t  a  t ime when the

A.

A.

24



1

2

Me mbe r is  trying to  s hift its  e ne rgy us a ge  to  off-pe a k hours  unde r the  TOU ta riff. This

could re s ult in the  TOU Me mbe r ha ving two s igna ls  tha t work a ga ins t e a ch othe r.

3

4 lx . OTHER ISSUES.

5

6 Q-

7

8

Why does Trico plan to revise its DG interconnection agreements for leased and

owned systems to incorporated language that Members may be charged a return

trip fee for a return trip to inspect installations of DG interconnections?

9

10

12

1 3

14

15

1 6

17

1 8

1 9

20

Trico charges  a  re turn trip fee  for a ll its  other se rvices  such as  for inte rruptions  caused by

the  Member, for reconnection of se rvice  a fte r disconnect for non-payment, for re sponse

to powe r inte rruptions  whe re  the  Me mbe r's  e quipme nt is  a t fa ult, e tc. Howe ve r, Trico

cu rre n tly d o e s  n o t ch a rg e  a  fe e  fo r a  re tu rn  trip  to  in s p e c t in s ta lla tio n s  o f DG

inte rconne ctions , whe n the  Me mbe r or sola r contra ctor is  a t fa ult. I would note  tha t the

re turn trip fe e  doe s  not cove r the  e ntire  cos t of the  re turn trip but ra the r provide s  a  cos t

s igna l to de te r re turn trips  from occurring. The  mos t common re a s ons  for re quiring a

re turn trip to ins pe ct DG fa cilitie s  include : inve rte r ma lfunctions , incorre ct wiring a nd

be nt me te r socke t ja ws . Trico doe s  not ha ve  a  s ignifica nt numbe r of re turn trips  for DG

inte rconne ction inspe ctions . For e xa mple  Trico comple te d 98 inspe ction trips  for DG in

the  la s t ha lf of 2015. Only five  of those  inspe ction trips  we re  re turn trips . As  in the  ca se

of any fee , if a  Member be lieves  it ha s  been imprope rly a sse ssed, Trico Members  would

have  recourse  to cha llenge  the  fee  directly to Trico and by compla int to the  Commission.21

22

23 Q.

24

Mr. Quinn expresses concern that Trico "continues to modify its proposed rates and

structure to be more harmful to ratepayers while sticking them with the bill." Do

25 you have a response?

26

27

Ce rta inly. Trice 's  orig ina l budge t for e xpe ns e s  in  th is  ra te  ca s e  wa s  pre limina rily

estimated a t $150,000, based on his toric expenses in previous ra te  cases . Trico's  las t ra te

A.

A.

25



1

2

3

4

5

ca s e , ba s e d on a  2007 te s t ye a r, wa s  comple te d in 2009, a t a  cos t of a pproxima te ly

$200,000. Tha t ca se  involved is sues  re la ting to the  Coope ra tive 's  revenue  requirement,

time  of use  ra te s  a nd line  e xte ns ion policy. The  Commiss ion he a ring on tha t ra te  ca se

took a pproxima te ly two hours . The  he a ring for this ra te  case  is  scheduled to last a t least

3 full days . The  reason for tha t, and for the  increase  in ra te  case  expense  to $450,000 is

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

not be ca use  Trico "continue s  to modify its  propose d ra te s ." Trico would ha ve  a cce pte d

the  te rms  propos e d in its  origina l ra te  filing. Ra the r, it is  be ca us e  Trico's  Me mbe r-

e le cte d Boa rd of Me mbe r-dire ctors  sought to re duce , not e limina te , the  subs idy for the

be ne fit of sola r DG pa id by non-DG Me mbe rs  a t a  time  whe n the  Coope ra tive  is  be ing

ove rrun with applica tions  for DG inte rconnection. As  has  been the  ca se  in othe r docke ts

involving a tte mpts  to  mitiga te  cos t s hifts  a s s ocia te d with DG, S ola rCity through its

a dvoca cy fronts , ha s  fie rce ly conte s te d ne a rly e ve ry e le me nt of the  Coope ra tive 's  ra te

case , filed voluminous  da ta  reques ts  re la ting to things  like  the  "fina l officia l re sults  of the

la s t e le ction in which [e a ch Trico Boa rd Me mbe r] pa rticipa te d," a nd ha s  continue d to

advocate  mainta ining the  sta tus quo a t best.

1 6

1 7

1 8

1 9

20

2 1

2 2

23

Trico's  Me mbe rs  a re  its  Me mbe r-owne rs , a nd the  Coope ra tive 's  Me mbe r-e le cte d Boa rd

of dire ctors  ma ke s  de cis ions  ba se d on the  be s t inte re s t of a ll of its  Me mbe r-owne rs . In

this  ca se , the  Boa rd de te rmined tha t the  Se ttlement Agreement repre sents  an equitable

ba la nce  of the  ne e d to continue  the  sus ta ina ble  de ve lopme nt of sola r re source s  within

Trico's  se rvice  a re a , a ga ins t the  cos t of doing so to its  Me mbe rs . Tha t judgme nt should

not be  second-guessed by the  Nation's  la rges t vendor of rooftop sola r who s tands  to ga in

from eve ry dolla r of subs idy pa id by Trico Members .

24

25 Q. Does that conclude your Settlement Testimony?

26 Ye s ,

27

A.

26
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ELECTRIC COOPERATIVE

A Touchstone Energy`" Cooperative

February 22, 2016

RE: TRICO SUNWATTS PV PROGRAM INTERCONNECTION APPLICATION

Dear Trico Member:

Trico Electric Cooperative, Inc. (Trico) has received your Photovoltaic (PV)
Interconnection Application. Before we conduct a review of your Application and provide
you with the authorization to begin the installation of your proposed PV system, we want
you to be aware of a couple of items that will likely impact the savings calculation
promised to you by your solar installer with the installation of your PV system.

There is currently a generic proceeding, being led by the Arizona Corporation
Commission (ACC), to determine the value and cost of solar. The final outcome of this
proceeding may have an impact on what Trico will pay you for the energy generated by
your PV system. Other proceedings are also taking place in which different proposals
are being made by various parties including the ACC Staff.

Additionally, on October 23, 2015, Trico filed a rate case with the ACC. In this filing, Trico
requested to modify its current net metering tariff. If approved by the ACC, Trico's new
net metering tariff will mean that any power not immediately consumed by your household
will be paid to you at the avoided cost rate of $0.03662 per kilowatt hour, on each monthly
bill. You will no longer be allowed to roll any excess energy over within the month or to
the next month's bill to use when your system is unable to produce enough energy to
meet your needs, such as at night or on a cloudy day.

Trico strongly suggests that you incorporate the current ACC generic proceeding
and Trico's proposed new net metering rate structure into your decision-making
process and savings/costs calculations.

If Trioo's proposal is approved by the ACC, the average Trico solar member with a PV
system installed after February 28, 2015, will pay approximately $42 per month more on
their monthly bill than under the existing net metering tariff. We do not know what
additional impact the generic ACC proceeding may have on your bill at this time.

Neither Trico's proposed net metering tariff nor the February 28, 2015, implementation
date has been approved by the ACC at this time. In the Trico rate case, the ACC Utilities
Division Staff and/or interveners may propose different modifications to the net metering

P.O. Box 930 • Marina, AZ 85653 9 Phone (520) 744-2944 • Toll Free (866)337-2052 • v4nvw.trico.co1§b
Trico Elect/-ic is an equal opportunity provider and employer.



tariff which may affect your bill in other ways. The ACC is not bound by any party's
proposal, and may accept, reject, or modify any proposed rate, charge or term of service.

It is Trico's hope that your solar contractor has communicated the possible impacts to
you, pending a decision by the ACC to the generic proceeding on the value and cost of
solar and Trico's rate case. However, we have found that many of our Members have
not been adequately advised of what is happening with this issue.

In addition, the Arizona legislature has passed Arizona Revised Statute (A.R.S.) § 44-
1763, effective January 1, 2016, in an effort to ensure that you are advised of what you
are agreeing to when you decide to install a PV system. Members buying, financing or
leasing a solar distributed energy generation system (System) must receive certain
disclosures form the manufacturer and solar installers regarding warranties, payment
obligations, performance data and major System components as set forth in A.R.S § 44-
1763.

As part of the installer's interconnection application process for the purchase orlease of
a System, members must acknowledge on the form enclosed that they have had the
opportunity to review their contract documentation to ensure that it contains all the
required information set forth in the attached A.R.S. § 44-1763.

If after reviewing the enclosed information you still wish to move forward with the
installation of your PV system, please sign below and return the signed acknowledgement
to Trico. Upon receipt, Trico will proceed with its review of your PV Interconnection
Application. Trico will reject interconnection applications which do not include a signed
copy of this acknowledgement.

Due to a large increase in the number of Applications at the end of 2015 and beginning
of 2016, Trico's application review and interconnection of new PV systems will be
delayed. Trico is reviewing Applications on a first-come, first-served basis and will contact
you or your solar installer once your Application has been reviewed. Please DO NOT
install your PV system until you receive written confirmation that your Application has
been reviewed and approved by Trico for installation.

Thank you for your interest in Trico's renewable energy programs. If you have any
questions, please contact Trico's Sunwatts Desk, at (520) 744-2944, ext. 1524 or via
email at .sunwaiis tric;<:>,co0

8600 W. Tangerine Road 4 Marina, AZ 85658 • Phone (520) 744-2944 • Toll Free (866)337-2052 www.trico.coop•



MEMBER ACKNOWLEDGEMENT
FINANCING, SALE OR LEASE AGREEMENTS FOR DISTRIBUTED GENERATION

ADHERENCE TO A.R.S. §44-1763

l, Member:

• Have read and understand that there is a generic proceeding to evaluate the
value and cost of solar and that Trico has proposed modifications to its net
metering tariff through its rate case proceeding that may have a significant impact
on distributed generation (including rooftop solar) savings.

• Have read the attached A.R.S. §44-1763 requirements.

• Have been given the opportunity to review the contract documentation for the
purchase or lease of my System to ensure that it contains all the required
information set forth on the attached A.R.S. §44-1763.

Member Signature Da te

Member Printed Name

Address, City, State, Zip

Trico Account # Phone Number

Email Address

Note: Trico will reject interconnection applications which do not include a signed copy of
this acknowledgement.

8600 W. Tangerine Road • Marina, AZ 85658 • Phone (520)744-2944 u Toll Free (866)337-2052 • www.trico.coop
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Arizona Revised Statute (A.R.S.) § 44-1763

44-1763. Distributed energy generation system agreements; disclosures; exception

A. An agreement governing the financing, sale or lease of a distributed energy generation
system to any person or a political subdivision of this state must:

1. Be signed by the person buying, financing or leasing the distributed energy generation
system and must be dated. Any agreement that contains blank spaces affecting the
timing, value or obligations of the agreement in a material manner when signed by the
buyer or lessee is voidable at the option of the buyer or lessee until the distributed
energy generation system is installed.

2. Be in at least ten-point type.

3. Include a provision granting the buyer or lessee the right to rescind the financing, sale or
lease agreement for a period of not less than three business days after the agreement is
signed by the buyer or lessee and before the distributed energy generation system is
installed.

4. Provide a description, including the make and model of the distributed energy
generation system's major components or a guarantee concerning energy production
output that the distributed energy generation system being sold or leased will provide
over the life of the agreement.

5. Separately set forth the following items, if applicable:
a. The total purchase price or total cost to the buyer or lessee under the agreement

for the distributed energy generation system over the life of the agreement.
b. Any interest, installation fees, document preparation fees, service fees or other

costs to be paid by the buyer or lessee of the distributed energy generation
system.
If the distributed energy generation system is being financed or leased, the total
number of payments, the payment frequency, the amount of the payment
expressed in dollars and the payment due date.

c.

6. Provide a disclosure in the sale and financing agreements, to the extent they are used by
the seller or marketer in determining the purchase price of the agreement, identify all
current tax incentives and rebates or other state or federal incentives for which the
buyer may be eligible and any conditions or requirements pursuant to the agreement to
obtain these tax incentives, rebates or other incentives.



7. Identify the tax obligations that the buyer or lessee may be required to pay as a result of
buying, financing or leasing the distributed energy generation system, including:

a. The assessed value and the property tax assessments associated with the
distributed energy generation system calculated in the year the agreement is
signed.

b. Transaction privilege taxes that may be assessed against the person buying or
leasing the distributed energy generation system.
Any obligation of the buyer or lessee to transfer tax credits or tax incentives of
the distributed energy generation system to any other person.

c.

8. Disclose whether the warranty or maintenance obligations related to the distributed
energy generation system may be sold or transferred to a third party.

9. Include a disclosure, the receipt of which shall be separately acknowledged by the buyer
or lessee, if a transfer of the sale, lease or financing agreement contains any restrictions
pursuant to the agreement on the lessee's or buyer's ability to modify or transfer
ownership of a distributed energy generation system, including whether any
modification or transfer is subject to review or approval by a third party. If the
modification or transfer of the distributed energy generation system is subject to review
or approval by a third party, the agreement must identify the name, address and
telephone number of, and provide for updating any change in, the entity responsible for
approving the modification or transfer.

10. Include a disclosure, the receipt of which shall be separately acknowledged by the buyer
or lessee, if a modification or transfer of ownership of the real property to which the
distributed energy generation system is or will be affixed contains any restrictions
pursuant to the agreement on the lessee's or buyer's ability to modify or transfer
ownership of the real property to which the distributed energy generation system is
installed or affixed, including whether any modification or transfer is subject to review
or approval by a third party. If the modification or transfer of the real property to which
the distributed energy generation system is affixed or installed is subject to review or
approval by a third party, the agreement must identify the name, address and
telephone number, and provide for updating any change in, the entity responsible for
approving the modification or transfer.

11. Provide a full and accurate summary of the total costs under the agreement for
maintaining and operating the distributed energy generation system over the life of the
distributed energy generation system, including financing, maintenance and
construction costs related to the distributed energy generation system.

12. If the agreement contains an estimate of the buyer's or lessee's future utility charges
based on projected utility rates after the installation of a distributed energy generation
system, provide an estimate of the buyer's or lessee's estimated utility charges during
the same period as impacted by potential utility rate changes ranging from at least a five



e

4

percent annual decrease to at least a five percent annual increase from current utility
costs. The comparative estimates must be calculated based on the same utility rates.

13. Include a disclosure, the receipt of which shall be separately acknowledged by the buyer
or lessee, that states:

a. Utility rates and utility rate structures are subject to change. These changes
cannot be accurately predicted. Projected savings from your distributed energy
generation system are therefore subject to change. Tax incentives are subject to
change or termination by executive, legislative or regulatory action.

b. Before the maintenance or warranty obligation of a distributed energy
generation system under an existing lease, financing or purchase agreement is
transferred, the person who is currently obligated to maintain or warrant the
distributed energy generation system must disclose the name, address and
telephone number of the person who will be assuming the maintenance or
warranty of the distributed energy generation system.

c. If the seller's or marketer's marketing materials contain an estimate of the
buyer's or lessee's future utility charges based on projected utility rates after the
installation of a distributed energy generation system, the marketing materials
must contain an estimate of the buyer's or lessee's estimated utility charges
during the same period as impacted by potential utility rate changes ranging
from at least a five percent annual decrease to at least a five percent annual
increase form current utility costs.

d. This section does not apply to an individual or company, acting through its
officers, employees or agents, that markets, sells, solicits, negotiates or enters
into an agreement for the sale, financing or lease of a distributed energy
generation system as part of a transaction involving the sale or transfer of the
real property to which the distributed energy generation system is or will be
affixed.
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DISCLAIMER

POSSIBLE FUTURE RULES and/or RATE CHANGES
AFFECTING YOUR PHOTOVOLTAIC (PV) SYSTEM

The following is a supplement to the On-Grid PV Interconnection Enrollment Form with Trico Electric

Cooperative, Inc. (Trico).

• Your PV system is subject to the current rates, rules and regulations established by the Arizona
Corporation Commission (Commission). The Commission may alter its rules and regulations
and/or change rates in the future. If this occurs, your PV system is subject to those changes and
you will be responsible for paying any future increases to electricity rates, charges or service fees
from Trico.

Trico's electricity rates, charges and service fees are determined by the Commission and are

subject to change based upon the decision of the Commission. These future adjustments may

positively or negatively impact any potential savings or the value of your PV system.

• Any future electricity rate projections which may be presented to you are not produced, analyzed
or approved by Trico or the Commission. They are based on projections formulated by external
third parties not affiliated with Trico or the Commission.

•

4.Zfmfzl'yzé»=;§:*,iam'/"

I 9

138381893

Trice proposed a new net metering tariff in the rate case it filed with the Arizona Corporation
Commission (Commission) on October 23, zols in Docket No. E-01461A.15-0363. Trico
requested that the proposed new Net Metering Tariff apply to interconnection Applications

may
The

received after February 28, 2015. Neither the proposed tariff nor the February 28, 2015

implementation date has been approved by the Commission at this time. In Trico's rate case,

the s I Division Staff and/or inltervenors propose different

modifications to the net Metering Tariff which may affect your bill in other ways.

Commission is not bound by any party's proposal, and may accept, reject, or modify any

proposed rate, charge or term of service. For further information, please visit Trico's website at

Ar, 324

www.trico.coop.

By signing below, you acknowledge that you have read and understand the above disclaimer. Please
return to Trico.

(Member's Printed Name) (Member's Signature)

City State Zip Code

(Member's Service Address)

(Date)

Version 3.0

4
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BACKGROUND AND P URP OS E

Q- P LEAS E S TATE YOUR NAME AND BUS INES S  ADDRES S .

My na me  is  Da vid W. He drick a nd my bus ine s s  a ddre s s  is  5555 North Gra nd

Boulevard, Oklahoma City, Oklahoma 73 l12-5507.

AR E  YO U T HE  S AME  DAVID HE DR IC K T HAT  P R O VIDE D DIR E C T

TES TIMONY IN THIS  P ROCEEDING?

Yes , I am.

WHAT IS  THE P URP OS E OF YOUR REP LY TES TIMONY?

1

2

3

4 A.

5

6

7

8

9 A.

10

1 1

12 A.

13

14

15

16

17

18

19

2 0

2 1

2 2

2 3

2 4

2 5

I will provide  additiona l te s timony on beha lf of Trico with rega rd to:

1. The  te s timony provide d by EFCA witne s s  Mons e n re ga rding a  minimum

bill ra te  des ign,

The  te s timony provided by EFCA witness  Monsen rega rding the  proposed

demand rate ,

The  concerns  ra ised by inte rvener Mr. Hall, and

A discussion of demand ra tes  a t other e lectric cooperatives.

3 .

4 .

EF C A WITNES S MO NS E N R E C O MME NDS T HE C O MMIS S IO N

R E J E C T  T HE  P R O P O S E D S E T T LE ME NT  AND DIR E C T  T R IC O  T O

A D O P T  A  " MIN IMU M MO N T H L Y B IL L  T H A T IS TRUED UP

ANNUALLY F O R  R E S IDE NT IAL C US T O ME R S  T HAT  IS  R E VE NUE

NE UTR AL R E LAT IVE TO ITS CURRENT F IXE D CHARGE.

ALTE R NATIVE LY,  THE  C O MMIS S IO N S HO ULD DIR E C T TR IC O  TO

R EDUC E ITS MO NT HLY F IXE D C HAR G E TO

2.

1



$10/CUSTOMER/MONTH AS RECOMMENDED BY SWEEP." WHAT IS

YOUR RESPONSE?

Mr. Monsen's recommendat ion ent irely ignores the evidence by Trico in this

proceeding. That evidence includes:

1. A fixed distribution wires customer cost  component for the Residential

class of $31.83/customer/month as reflected on Schedule G-6.0, Page l of

8. The fixed distribution wires customer component is discussed in both

my direct testimony and testimony provided in support of the settlement.

The significant level of lost fixed cost recovery from DG customers caused

in part by an existing fixed charge that is too small and an existing energy

charge that includes too much of the fixed costs of providing service. The

lost fixed cost recovery issue was addressed in my direct testimony and my

testimony provided in support of the settlement.
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2 0

2 1

2 2

2 3

2 4
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One of the major objectives of Trico in this rate proceeding was to address the lost

fixed cost recovery issue and to provide more equitable recovery of those fixed

costs. Trico's originally proposed rate design and ultimately the rates reflected in

the set t lement  agreement ,  address the lost  fixed cost  issue by increasing the

recovery of fixed cost with a larger customer charge and a lower energy charge.

Mr. Monsen's minimum bill recommendation would increase rather than decrease

the level of lost fixed costs by reducing the amount of fixed costs recovered in the

fixed component of the rate and increasing the amount of fixed costs recovered in

the energy charge.

A.

2.

2



The  minimum bill a pproa ch is  a  s te p ba ckwa rd with re ga rd to ra te  de s ign. Mos t

utilitie s  a re  seeking to s tructure  the ir ra tes  to decouple  the  commodity component

of cos t from the  fixe d compone nt of cos t, a nd this  is  pa rticula rly importa nt for

ru ra l u tilitie s  with  h ig h e r fixe d  co s ts  o f s e rvice . Howe ve r,  Mr. Mons e n

recommends  tha t Trico do the  oppos ite  and include  more  of the  fixed cos ts  in the

e ne rgy cha rge  of the  ra te . The  e ffe ct of s uch a  ra te  de s ign is  to s ignifica ntly

reduce  the  amount of fixed dis tribution cos ts  recovered from lower use  cus tomers

and shift tha t recovery of cos ts  to customers  with higher consumption.
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Atta che d a s  Exhibit DWH -R1 is  a  compa ris on of the  billing for the  Re s ide ntia l

cla ss  under the  Exis ting ra te , the  Se ttlement ra te  and an equiva lent Minimum Bill

ra te  a s  propose d by Mr. Monse n a t va rious  consumption le ve ls . The  e quiva le nt

Minimum Bill ra te  produce s  the  s a me  re ve nue  for a n a ve ra ge  cus tome r a t 837

kph. The  a na lys is  shows  tha t while  the  Se ttle me nt ra te  provide s  for a n incre a se

in the  contribution to fixed dis tribution cos ts  a t the  lower consumption leve ls , the

minimum bill ra te  approach s ignificantly reduces  the  recovery of fixed dis tribution

cos ts  a t the  lowe r cons umption le ve ls . The  minimum bill a pproa ch would a ls o

s ignifica ntly lowe r the  ove ra ll bill for lowe r cons umption le ve l cus tome rs . It is

c le a r tha t a  minimum bill ra te  de s ign  doe s  not provide  a n  a ppropria te  a nd

e quita ble  re cove ry of cos ts  a nd would incre a s e  the  le ve l of los t fixe d cos ts

resulting from a  higher leve l of fixed cos ts  included in the  energy ra te .

3



Q, DO YOU AGREE WITH MR. MONSEN'S CONTENTION THAT THE

PROVISION OF 15-MINUTE INTERVAL DATA TO THE CUSTOMER IS

NECESSARY TO IMPLEMENT A DEMAND RATE FOR TRICO?
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22

23

24
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A. No. Firs t and foremost, the  demand ra te  s tructure 's  purpose  is  to provide  the  most

e quita ble  a nd a ppropria te  re cove ry of fixe d de ma nd re la te d cos ts  in  a  ra te

compone nt tha t is  ba s e d on a  cus tome r's  contribution to thos e  de ma nd re la te d

costs . Thos e  de ma nd re la te d cos ts  a re  mos t e quita bly re cove re d ba s e d on a

cus tomer's  peak demand contribution. Demand ra tes  with a  billing demand based

on the  maximum non-coincident peak (NCP) kW in a  monthly billing pe riod have

been utilized by utilitie s  (including Trico) for commercia l and indus tria l cus tomers

for decades  and have  been very e ffective  in recovering demand re la ted cos ts  and

providing the  a ppropria te  price  s igna l to the  cus tome r. De ma nd ra te s  ha ve  not

be e n utilize d for Re s ide ntia l prima rily be ca use  the  me te ring wa s  not in pla ce  to

provide  the  month ly NCP  kw. Tha t is  no longe r the  ca s e  a s  Trico now ha s

metering to capture  the  required NCP kW data .

The  Se ttlement Agreement re flects  a  ve ry rea sonable  proposa l to trans ition to a

thre e -pa rt Re s ide ntia l ra te  which  include s  a  de ma nd cha rge  ba s e d on the

ma ximum de ma nd e s ta blis he d by the  cus tome r in a  monthly billing pe riod. The

15-minute  inte rva l us e d for me te ring is  the  s a me  inte rva l us e d for a ll of Trico's

other demand billed cus tomers . While  the  initia l charge  for demand is  se t a t $0.00

pe r kw, the  cus tomer will be  provided the  billing demand da ta  on the  monthly bill

showing the  maximum demand kW reading for the  month as  we ll a s  the  da te  and

time  tha t it occurre d. In Trico's  ne xt ra te  ca se , the  billing de ma nd da ta  for a  full

twelve-month period will be  used to ca lcula te  a  demand charge  to provide  a  partia l

4



re cove ry of the  de ma nd re la te d cos ts  of providing s e rvice  s hould the  a na lys is

re fle ct tha t a  de ma nd ra te  is  prude nt. The  Se ttle me nt Agre e me nt include s  a

provis ion tha t the  monthly de ma nd cha rge  in the  ne xt ca se , if Trico propose s  to

include  a  de ma nd cha rge , will be  no gre a te r tha n $2 pe r kw. Aga in, the  inte nt of

the  ra te  is  to re cove r de ma nd re la te d cos ts  ba s e d on the  ma ximum de ma nd

established by the customer.

1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

2 0

2 1

2 2

2 3

2 4

2 5

While  the  prima ry obje ctive  of tra ns itioning to a  thre e -pa rt ra te  with a  de ma nd

compone nt is  the  fa ir a nd e quita ble  re cove ry of fixe d cos ts , the  de ma nd ra te

s tructure  doe s  provide  opportunity for cus tome rs  to e xe rcis e  e fficie nt e ne rgy

consumption and reduce  the  maximum monthly demand. As  pa rt of the  program

to educa te  members  on the  purpose  and opera tion of the  demand ra te , cus tomers

will be  a dvis e d tha t the ir ma ximum monthly billing de ma nd is  the  s um of a ll

e ne rgy cons uming de vice s  for the  pe a k hour in  the  month. For individua l

re s ide ntia l cus tome rs , the  highe s t pe a k de ma nd in a  monthly billing pe riod will

occur a t the  time  when the  major energy consuming devices  in the  household a re

ope ra ting s imulta ne ous ly. One  of the  firs t s te ps  to re ducing the  monthly pe a k

de ma nd is  to s ta gge r the  us e  of ma jor e ne rgy cons uming de vice s  s uch a s  a ir

conditioning, dishwashers , clothes  dryers  and other devices  to the  extent poss ible .

P roviding the  me mbe r with a fte r the  fa ct 15-minute  inte rva l de ma nd da ta  for a ll

hours  of the  month  a s  re comme nde d by Mr. Mons e n is  not ne e de d for the

cus tomer to make  a  de te rmina tion which of its  ma jor ene rgy consuming device s

are operating at the same time.
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The transition to a  demand ra te  as  proposed in the  Settlement Agreement provides

the  opportunity to e duca te  me mbe rs  on how the  de ma nd ra te  works  a nd how

me mbe rs  ca n e fficie ntly utilize  the ir us e  of the  dis tribution grid tha t Trico is

providing. The  proposed demand ra te  is  not a  time  diffe rentia ted demand ra te  nor

is  intended to be  utilized as  a  peak shaving program. The  demand ra te  is  intended

to recover a  portion of the  dis tribution wires  capacity cos ts  which a re  a  fixed cos t

of providing s e rvice  ba s e d on the  ca pa city re quire d to provide  s e rvice . Trico's

wholesa le  (power and transmiss ion) capacity cos ts  a re  a lso fixed and do not va ry

based on consumption. There fore , the re  is  no cos t bas is  for des igning a  demand

rate  that differentia tes  the  cost based on time. To the  extent a  member can manage

the  opera tion of the  ma jor ene rgy consuming devices  in the ir household they can

achieve  a  reduction in the ir demand billing.

Q. COULD RESIDENTIAL MEMBERS WITH INSTALLED DG BENEFIT

FROM A THREE PART DEMAND RATE ?
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Yes . To the  e xte nt tha t a  me mbe r with ins ta lle d DG re duce s  the  ma ximum

monthly pe a k de ma nd by the  us e  of the ir DG s ys te m, the  me mbe r would s e e  a

lowe r de ma nd billing unde r a t thre e -pa rt de ma nd ra te . Give n the  continue d

a rgume nts  ma de  by EFCA a nd othe r sola r a dvoca te s  tha t the  ca pa city va lue  of

sola r DG is  not be ing adequa te ly recognized, it is  ha rd to unde rs tand why these

groups  a re  working so ha rd to deny DG cus tomers  the  ability to utilize  a  demand

ra te  s tructure  tha t would provide  the m the  a bility to a void fixe d de ma nd cos ts

through the  use  of the ir DG facility.

1

A.
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Q- HAVE OTHER COOPERATIVES

IMPLEMENTED DEMAND RATES?

ACROSS THE COUNTRY

A. Yes . Several cooperatives across the country have implemented demand rates and

others are in the process of implementing demand rates. The following list is not

meant to be all-inclusive, but provides known cooperatives that currently have a

residential demand rate in effect:

Butler Rural Electric Cooperative Association, Inc., Kansas
Cobb Electric Membership Corporation, Georgia
Grayson Rural Electric Cooperative, Inc., Kentucky
Howard Electric Cooperative, Inc., Missouri
Intermountain Rural Electric Association, Colorado
Mid Carolina Electric Cooperative, Inc., South Carolina
Sun River Electric Cooperative, Inc., Montana
Traverse Electric Cooperative, Inc., Minnesota

In addition to the list above there are a few others that I am aware of that are in

various stages of evaluation and proposing residential demand rates :

Central Rural Electric Cooperative, Inc., Oklahoma (Effective: January 2017)
Kay Electric Cooperative, Inc., Oklahoma
Platte-Clay Electric Cooperative, Inc., Missouri (Effective: November 2016)
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Q- HOW DO YOU RESPOND TO MR. MONSEN'S RECOMMENDATION

THAT TRICO DEVELOP A DEM AND B ILLING PILOT PROGRAM

BEFORE IMPLEMENTING A DEMAND CHARGE?

The Settlement Agreement reflects a transition to a demand rate structure that

provides all of the components that Mr. Monsen identifies for a pilot program but

is applicable to all customers. The intent is to transition a to rate structure that is

applicable to all customers but do so in a manner that provides ample opportunity

to educate members and minimize customer impact. There is no need for a pilot

A.
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program to assess  cus tomer acceptance  and provide  member educa tion as  those

will be  accomplished in the  transition plan proposed in the  Settlement.

Q. MR. MONS EN CONTENDS  IN HIS  TES TIMONY THAT THE $0 .077  P ER

KWH E XP O R T R ATE  DO E S  NO T INC LUDE  TR ANS MIS S IO N C O S TS .

IS  THIS  CORRECT?

No. The  $0.077 pe r kph e xport ra te  is  the t_otalpower supply component for the

firs t block of the  proposed se ttlement Res identia l ra te . As  an e lectric dis tribution

cooperative  that purchases a ll of its  wholesale  power, the  power supply component

inc lude s  bo th  the  powe r s upp ly ca pa c ity a nd  e ne rgy cos ts  a s  we ll a s  the

transmiss ion cos ts . The  export ra te  re flects  the  iiull amount of transmiss ion cos ts

incurred by Trico to provide  se rvice

Q- MR . RO BERT HAL L R E C O MME NDS MAINT AINING A $15

C US T O ME R  C HAR G E  B AS E D O N HIS  UNDE R S T ANDING  O F  T HE

C O S T C O MP O NE NTS  THAT S HO ULD B E  INC LUDE D IN THE  R ATE .

HOW DO YOU RES P OND?
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Mr. Ha ll correctly s ta te s  on page  8 beginning on line  4, "Bonbright de fines  bas ic

customer costs  as  those  opera ting and capita l costs  found to vary with the  number

of cus tomers  rega rdless , or a lmos t rega rdless , of power consumption." However,

Mr. Ha ll doe s  not include  a ll of the  cus tome r re la te d cos ts  tha t a re  ge ne ra lly

re cognize d compone nts  of the  cus tome r cha rge . Sche dule  G-6.0 of the  Cos t of

Service  Study reflects  the  following monthly customer cost components  :

Dis tribution Cus tomer Cos ts
Me te ring

$17.20
$ 5.23

A.

A.
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Me te r Re a ding
Cus tome r Re cords
Cus tome r S e rvice
Re ve nue  Re la te d
Tota l Cus tome r Cos ts

S 0.98

$ 6.33

s 1.27
$ 0.82

$31.83

Mr. Ha ll does  not include  the  dis tribution cus tomer cos ts  in his  ca lcula tion of the

jus tifia ble  cus tome r cha rge , ye t the se  a re  fixe d ope ra ting a nd ca pita l cos ts  tha t

va ry with the  numbe r of cus tome r re ga rdle s s  of the  powe r cons umption. The

dis tribution customer costs  a re  recognized as  cus tomer re la ted costs . These  costs

a re  re fle cte d in more  de ta il on S che dule  G-6.1, pa ge  3 of the  Cos t of S e rvice

S tudy. The  dis tribution cus tome r cos ts  cons is t of 60% of the  l-Pha se  e xte ns ion

line  cos ts , a  portion of the  tra ns forme r cos ts  a nd a  portion of the  s e rvice  drop

cos ts . The s e  a re  the  cos ts  of ha ving Trico's  infra s tructure  in pla ce  to s e rve  the

customer's  minimum load before  any energy is  provided to the  cus tomer.

The  propos e d Re s ide ntia l cus tome r cha rge  of $24 pe r month include d in the

Se ttlement Agreement is  s till we ll be low the  cus tomer cos t of providing se rvice  of

$31.83 identified in the  cos t of se rvice  s tudy.

Q- DOES  THIS  CONCLUDE YOUR TES TIMONY?
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Ye s .A.
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